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In addition, the State agency did not remit $155,032 of interest earned by the Network on 
advanced CCDF targeted funds as required.  
 
We recommend that the State agency: 
 

• refund to the Federal Government $3,156,226 of unexpended CCDF targeted funds 
allotted during FYs 1998–2003, 

 
• remit to the Federal Government $155,032 of interest earned on the CCDF targeted funds 

held by the Network for FYs 1998–2003, 
 

• ensure that CCDF targeted funds are disbursed in accordance with Federal requirements 
in the future, and  

 
• review CCDF targeted funds claimed for Federal reimbursement after the audit period 

and refund any unallowable amounts.  
 
In written comments on our draft report, the State agency did not concur with our first 
recommendation, concurred with our second and fourth recommendations, and acknowledged 
but did not concur with our third recommendation.  After reviewing the State agency’s 
comments, we continue to support all of our findings and recommendations.   
 
If you have any questions or comments about this report, please do not hesitate to call me, or your 
staff may contact Lori S. Pilcher, Assistant Inspector General for Grants, Internal Activities, and 
Information Technology Audits, at (202) 619-1175 or through e-mail at Lori.Pilcher@oig.hhs.gov or 
Patrick J. Cogley, Regional Inspector General for Audit Services, at (816) 426-3591 or through  
e-mail at Patrick.Cogley@oig.hhs.gov.  Please refer to report number A-07-07-00231.  
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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as 
amended, is to protect the integrity of the Department of Health and Human Services (HHS) 
programs, as well as the health and welfare of beneficiaries served by those programs.  This 
statutory mission is carried out through a nationwide network of audits, investigations, and 
inspections conducted by the following operating components: 
 
Office of Audit Services 
 
The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting 
audits with its own audit resources or by overseeing audit work done by others.  Audits examine 
the performance of HHS programs and/or its grantees and contractors in carrying out their 
respective responsibilities and are intended to provide independent assessments of HHS 
programs and operations.  These assessments help reduce waste, abuse, and mismanagement and 
promote economy and efficiency throughout HHS.     
     
Office of Evaluation and Inspections 
 
The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, 
Congress, and the public with timely, useful, and reliable information on significant issues.  
These evaluations focus on preventing fraud, waste, or abuse and promoting economy, 
efficiency, and effectiveness of departmental programs.  To promote impact, OEI reports also 
present practical recommendations for improving program operations. 
 
Office of Investigations 
 
The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of 
fraud and misconduct related to HHS programs, operations, and beneficiaries.  With 
investigators working in all 50 States and the District of Columbia, OI utilizes its resources by 
actively coordinating with the Department of Justice and other Federal, State, and local law 
enforcement authorities.  The investigative efforts of OI often lead to criminal convictions, 
administrative sanctions, and/or civil monetary penalties. 
 
Office of Counsel to the Inspector General 
 
The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, 
rendering advice and opinions on HHS programs and operations and providing all legal support 
for OIG’s internal operations.  OCIG represents OIG in all civil and administrative fraud and 
abuse cases involving HHS programs, including False Claims Act, program exclusion, and civil 
monetary penalty cases.  In connection with these cases, OCIG also negotiates and monitors 
corporate integrity agreements.  OCIG renders advisory opinions, issues compliance program 
guidance, publishes fraud alerts, and provides other guidance to the health care industry 
concerning the anti-kickback statute and other OIG enforcement authorities. 
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Notices
 

THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

Pursuant to the principles of the Freedom of Information Act, 5 U.S.C. 
§ 552, as amended by Public Law 104-231, Office of Inspector General 
reports generally are made available to the public to the extent the 
information is not subject to exemptions in the Act (45 CFR part 5). 

OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable, a 
recommendation for the disallowance of costs incurred or claimed, and 
any other conclusions and recommendations in this report represent the 
findings and opinions of OAS. Authorized officials of the HHS operating 
divisions will make final determination on these matters. 



 

EXECUTIVE SUMMARY  
 

BACKGROUND 
 
Child Care and Development Fund 
 
The Child Care and Development Fund (CCDF) assists certain low-income families in obtaining 
childcare so that family members can work or attend training or education.  The Administration 
for Children and Families (ACF) administers the CCDF at the Federal level.  The Iowa 
Department of Human Services (the State agency) administers the State’s CCDF program. 
 
The CCDF provides targeted discretionary Federal funding for certain activities, such as Infant 
and Toddler activities and Quality activities, to improve the availability, quality, and 
affordability of childcare and to support the administration of these activities.  States are required 
to report expenditures of targeted funds on the quarterly Child Care and Development ACF-696 
Financial Report, which is a cumulative report for the fiscal year (FY).  Federal regulations 
require that CCDF targeted funds be obligated and liquidated within a specified timeframe.  
Funds that are neither obligated nor liquidated within this timeframe must revert to the Federal 
Government.  
 
State Agency’s Fiscal Agents 
 
The State agency contracted with the Iowa Child Care and Early Education Network (the 
Network), a private entity, to act as its fiscal agent in disbursing Infant and Toddler targeted 
funds and Quality targeted funds to subgrantees for Federal FYs 1998–2003.  The Network’s 
function was to hold the funds pending the State agency’s authorization for disbursement.  In 
June 2006, the State agency terminated the Network’s contract and directed the Network to 
transfer the remaining unexpended funds from FYs 1998–2003 to the State Public Policy Group 
(SPPG), another private entity.  The State agency contracted with SPPG to act as its fiscal agent 
for those funds.  As of February 2008, the State agency had not instructed SPPG to disburse the 
targeted funds to subgrantees; thus, the funds remained unexpended.   
 
The Network had held the funds in an interest-bearing account until it transferred the funds to 
SPPG.  Federal guidance requires that interest earned on Federal funds by a third party (such as 
the Network) be reported on the quarterly Payment Management System-272 report.  
 
OBJECTIVES 
 
Our objectives were to determine, for FYs 1998–2003, whether the State agency complied with 
Federal requirements for (1) claiming CCDF targeted funds and (2) remitting interest earned by the 
Network on those funds.   
 
SUMMARY OF FINDINGS 
 
The State agency did not comply with Federal requirements when claiming $3,156,226 of CCDF 
targeted funds for FYs 1998–2003.  Specifically, the State agency (1) did not refund to the 
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Federal Government the targeted funds that remained unliquidated after the timeframe specified 
in Federal regulations, (2) did not return the funds to the Federal Government when it terminated 
the Network’s contract and transferred funds to a successor contractor after the obligation period 
for the funds had expired, and (3) did not limit cash advances to the Network to the minimum 
amounts needed to carry out the purposes of the program.  The State agency did not comply with 
Federal requirements because it relied on a State statute governing the use of State funds and 
incorrectly applied that statute to Federal funds.      
 
In addition, the State agency did not remit $155,032 of interest earned by the Network on 
advanced CCDF targeted funds as required.  

 
RECOMMENDATIONS 
 
We recommend that the State agency: 
 

• refund to the Federal Government $3,156,226 of unexpended CCDF targeted funds 
allotted during FYs 1998–2003, 

 
• remit to the Federal Government $155,032 of interest earned on the CCDF targeted funds 

held by the Network for FYs 1998–2003, 
 

• ensure that CCDF targeted funds are disbursed in accordance with Federal requirements 
in the future, and  

 
• review CCDF targeted funds claimed for Federal reimbursement after the audit period 

and refund any unallowable amounts.  
 
STATE AGENCY COMMENTS 
 
In written comments on our draft report, the State agency did not concur with our first 
recommendation, concurred with our second and fourth recommendations, and acknowledged 
but did not concur with our third recommendation.  
 
The State agency’s written comments are included in their entirety as the Appendix.  
 
OFFICE OF INSPECTOR GENERAL RESPONSE 
 
After reviewing the State agency’s comments, we continue to support all of our findings and 
recommendations.  
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INTRODUCTION 
 

BACKGROUND 
 
The Administration for Children and Families (ACF), U.S. Department of Health and Human 
Services, administers the Child Care and Development Fund (CCDF).  We undertook this review 
of Iowa’s CCDF program in response to information provided by ACF’s regional office.  The 
Iowa Department of Human Services (the State agency) administers the State’s CCDF program. 
 
Child Care and Development Fund 
 
Pursuant to the Child Care and Development Block Grant Act and section 418 of the Social 
Security Act, the CCDF assists low-income families, families receiving temporary public 
assistance, and families transitioning from public assistance in obtaining childcare so that family 
members can work or attend training or education.  The CCDF provides targeted discretionary 
funding1 for certain activities, such as Infant and Toddler activities and Quality activities, to 
improve the availability, quality, and affordability of childcare and to support the administration 
of these activities.  These activities are 100 percent federally funded.  States are required to 
report expenditures of targeted funds on the quarterly Child Care and Development ACF-696 
Financial Report (ACF-696 report), which is a cumulative report for the fiscal year (FY). 

Each State must develop, and submit to ACF for approval, a State plan that identifies the 
purposes for which CCDF targeted funds will be expended for two grant periods (i.e., 2 Federal 
FYs).  Federal regulations (45 CFR § 98.60) require that CCDF targeted funds be obligated and 
liquidated within a specified timeframe.  Funds that are neither obligated nor liquidated within 
this timeframe must revert to the Federal Government. 

State Agency’s Fiscal Agents 
 
In January 1999, the State agency contracted with the Iowa Child Care and Early Education 
Network (the Network), a private entity, to act as its fiscal agent in disbursing Infant and Toddler 
targeted funds and Quality targeted funds to subgrantees for Federal FYs 1998–2003.  The 
Network’s function was to hold the funds pending the State agency’s authorization for 
disbursement.  The State agency retained control of the decisionmaking process of awarding the 
targeted funds to subgrantees.  
 
The State agency terminated the Network’s contract in June 2006 and directed the Network to 
transfer the remaining unexpended funds from FYs 1998–2003 to the State Public Policy Group 
(SPPG), another private entity.  The State agency contracted with SPPG to act as its fiscal agent 
for those funds.  As of February 2008, the State agency had not instructed SPPG to disburse the 
targeted funds to subgrantees; thus, the funds remained unexpended. 
 

                                                           
1Congress specifically appropriates funding each year for these targeted activities.  Targeted funds were referred to 
in the past as “earmarks.”  ACF Program Instruction, CCDF-ACF-PI-2007-05 (July 17, 2007).  
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The Network had held the funds in an interest-bearing account until it transferred the funds to 
SPPG.  Federal guidance requires that interest earned on Federal funds by a third party (such as 
the Network) be reported on the quarterly Payment Management System (PMS)-272 report. 
 
OBJECTIVES, SCOPE, AND METHODOLOGY 
 
Objectives 
 
Our objectives were to determine, for FYs 1998–2003, whether the State agency complied with 
Federal requirements for (1) claiming CCDF targeted funds and (2) remitting interest earned by the 
Network on those funds.  
 
Scope 
 
Our audit covered the period October 1, 1998, through September 30, 2003.  We limited our 
review to the $3,156,226 of targeted funds that the State agency claimed on its ACF-696 reports 
during the audit period and that had not been disbursed to subgrantees.2  We did not review the 
$7,423,326 of targeted funds that the Network had disbursed to subgrantees. 
 
We also reviewed the treatment of $155,032 in interest earned on the FYs 1998–2003 targeted 
funds that the Network held.  
 
We did not perform a detailed review of the State agency’s internal controls because our 
objectives did not require us to do so.  We limited our review to controls over the drawdown of 
targeted funds, the transfer of targeted funds to the Network, the preparation of ACF-696 reports, 
and the handling of interest earned on Federal funds.  
 
We conducted fieldwork at the State agency in Des Moines, Iowa.  
 
Methodology 
 
To accomplish our objectives, we: 
 

• reviewed applicable Federal laws, regulations, and program guidance, as well as State 
laws and the approved Iowa CCDF State plan; 

 
• reviewed the ACF-696 reports for FYs 1998–2003 to determine the amount of targeted 

funds that the State agency claimed; 
 

• interviewed State agency staff responsible for preparing the ACF-696 reports to obtain an 
understanding of how the reports were prepared, how the targeted funds were reported, 
and what documentation was maintained to support expenditures on the reports; 

 

                                                           
2We were unable to assign these funds to specific FYs. 
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• reviewed the State agency’s supporting documentation used to prepare the ACF-696 
reports; 

 
• interviewed State agency officials responsible for drawing down targeted funds from the 

Federal Government to determine the timing of the drawdown in relation to the transfer 
of the funds to the Network; 

 
• interviewed Network officials to determine how the Network received and held funds 

from the State agency;  
 

• reviewed the State agency’s and the Network’s accounting records to determine the 
amount of targeted funds transferred to the Network and the amount of the Network’s 
disbursements to subgrantees; 

 
• interviewed SPPG staff to determine the amount of targeted funds transferred from the 

Network to SPPG and to determine whether SPPG had disbursed any of the funds to 
subgrantees;  

   
• interviewed State agency officials responsible for handling the interest earned on Federal 

funds to determine the procedures for reporting interest and the amount of interest 
returned to the Federal Government;  

 
• reviewed the Network’s records, including the audited financial statements, to determine 

the interest earned on Federal funds and the interest collected by the State agency; and  
 

• reviewed the PMS-272 reports for the first three quarters of calendar year 2007 and the 
State agency’s February 2008 financial status report to determine the amount of interest 
remitted to the Federal Government.  

 
We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable basis 
for our findings and conclusions based on our audit objectives.  
 

FINDINGS AND RECOMMENDATIONS 
 

The State agency did not comply with Federal requirements when claiming $3,156,226 of CCDF 
targeted funds for FYs 1998–2003.  Specifically, the State agency (1) did not refund to the 
Federal Government the targeted funds that remained unliquidated after the timeframe specified 
in Federal regulations, (2) did not return the funds to the Federal Government when it terminated 
the Network’s contract and transferred funds to a successor contractor after the obligation period 
for the funds had expired, and (3) did not limit cash advances to the Network to the minimum 
amounts needed to carry out the purposes of the program.  The State agency did not comply with 
Federal requirements because it relied on a State statute governing the use of State funds and 
incorrectly applied that statute to Federal funds.  
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In addition, the State agency did not remit $155,032 of interest earned by the Network on 
advanced CCDF targeted funds as required.  
 
UNEXPENDED TARGETED FUNDS 
 
Federal Requirements   
 
Federal regulations (45 CFR § 98.60(d)(1)) require that CCDF discretionary fund allotments be 
obligated in the FY in which the funds are awarded or in the succeeding FY.  This provision 
further requires that “[u]nliquidated obligations as of the end of the succeeding fiscal year shall 
be liquidated within one year.”  Any funds that are neither obligated nor liquidated within this 
timeframe must revert to the Federal Government in accordance with 45 CFR § 98.60(d)(7).  
Absent applicable State law definitions (45 CFR § 98.60(d)(4)), the terms related to this 
provision are defined in 45 CFR § 92.3 as follows:  
 

• Obligations means the amounts of orders placed, contracts and subgrants awarded, goods 
and services received, and similar transactions during a given period that will require 
payment by the grantee during the same or a future period. 

 
• Outlays (expenditures) mean charges made to the project or program . . . .  For reports 

prepared on a cash basis, outlays are the sum of actual cash disbursement for direct 
charges for goods and services, the amount of indirect expense incurred, the value of in-
kind contributions applied, and the amount of cash advances and payments made to 
contractors and subgrantees. 
 

• Unliquidated obligations for reports prepared on a cash basis mean the amount of 
obligations incurred by the grantee that has not been paid.  For reports prepared on an 
accrued expenditure basis, they represent the amount of obligations incurred by the 
grantee for which an outlay has not been recorded.   
 

• Unobligated balance means the portion of the funds authorized by the Federal agency 
that has not been obligated by the grantee and is determined by deducting the cumulative 
obligations from the cumulative funds authorized.  

 
Federal regulations (45 CFR § 98.60(g)(2)) state that “[f]unds that are returned (e.g., . . . unused 
subgrantee funds) as well as program income . . . shall . . . if received after the end of the 
applicable obligation period . . . be returned to the Federal government.” 
 
Pursuant to 45 CFR § 98.60(f), “[c]ash advances shall be limited to the minimum amounts 
needed and shall be timed to be in accord with the actual, immediate cash requirements of the 
State Lead Agency, its subgrantee or contractor in carrying out the purpose of the program in 
accordance with 31 CFR part 205.”  
 
Federal regulations (45 CFR § 98.11(b)(4)) require that the State agency ensure that the 
administration of the CCDF program complies with the approved State plan and with all Federal 
requirements.  
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Unallowable Funds Claimed 
 
The $3,156,226 of targeted funds that the State agency claimed was unallowable because the 
State agency (1) did not refund to the Federal Government the targeted funds that remained 
unliquidated after the specified timeframe, (2) did not return the funds to the Federal 
Government when it terminated the Network’s contract after the obligation period for the funds 
had expired, and (3) did not limit cash advances to the Network to the minimum amounts needed 
to carry out the purposes of the program.  
 
The State agency claimed the $3,156,226 for FYs 1998–2003 but had not obligated or liquidated 
the funds to subgrantees as of the end of our fieldwork (December 2006).  Although the State 
agency did not track these targeted funds by FY, the last FY for which targeted funds were 
transferred to the Network was FY 2003, and the liquidation period for that FY expired on 
September 30, 2005.  Thus, the State agency did not comply with the requirement of  
45 CFR § 98.60(d)(1) that targeted funds be obligated in either the FY in which the funds are 
awarded or the succeeding FY and be liquidated within 1 year.  Simply transferring funds to a 
third party without receiving any childcare service in return is insufficient to meet Federal 
requirements applicable to the CCDF. 
 
Upon termination of the Network contract, the State agency directed the Network to transfer the 
CCDF targeted funds to SPPG to be held until directed by the State agency.  The last Federal 
grant that the Network received was for FY 2003, for which the obligation period ended on 
September 30, 2004.  The termination of the Network contract by the State agency in early 2006 
occurred after the end of the obligation period and should, therefore, have resulted in the return 
of the CCDF targeted funds to the Federal Government pursuant to 45 CFR § 98.60(g).  
However, as of February 2008, the State agency had not directed SPPG to disburse any of the 
funds to subgrantees and had not returned the funds to the Federal Government.  
 
In addition, the State agency drew down the entire $3,156,226 of targeted funds for transfer to 
the Network but did not direct the Network to disburse the funds for program purposes.  
Contrary to 45 CFR § 98.60(f), this drawdown did not constitute a use of cash advances that was 
limited to the minimum amount needed.  The State agency’s decision to hold those funds for an 
extended period without disbursing them also did not comply with Federal mandates that cash 
advances be timed in accordance with actual, immediate cash needs. 
 
The State agency believed, based on a State statute,3 that the targeted funds were obligated when 
it executed the contract with the Network and that the obligation was liquidated when it 
transferred the funds to the Network.  However, the State agency’s contract with the Network did 
not constitute an obligation, nor did the transfer of the funds to the Network constitute 
liquidation absent the receipt of childcare services or other authorized CCDF activities.  Even if 
State or Federal definitions of obligation and liquidation technically were met, the State should 

                                                           
3Iowa Code 8.33 addresses the circumstances under which State funds revert to the State treasury at the end of each 
FY.  The statute states that all unencumbered or unobligated balances of appropriations made for that FY revert to 
the State treasury.  The State agency believed that once a contractual liability was paid, the amount was no longer 
considered an unobligated balance.  However, there is no specific Iowa statutory definition of either “obligation” or 
“liquidation.”  Accordingly, the definitions of these terms in 45 CFR § 92.3 apply. 
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have returned the funds to the Federal Government when it terminated the contract with the 
Network.  Furthermore, the State’s drawdown of CCDF funds without an immediate need to 
provide childcare services was an inappropriate use of a cash advance.  
 
INTEREST EARNED ON ADVANCED TARGETED FUNDS 
 
Federal Requirements 
 
Federal regulations (45 CFR § 92.21(i) and 45 CFR § 74.22(l)) require that recipients that earn 
interest on advances of Federal funds remit that interest to the Federal Government.  Instructions 
for the PMS-272 report state:  “Interest earned on Federal funds received by a recipient from a 
third party . . . must be accounted for to the Federal Government.”  These instructions specify 
that the interest must be reported on line 7 of the PMS-272 report and that States are not exempt 
from this reporting requirement. 
 
Interest Not Remitted 
 
The State agency incorrectly retained $155,032 of interest earned by the Network on the  
FYs 1998–2003 Infant and Toddler and Quality targeted funds.  In early calendar year 2007, the 
Network remitted $88,487 of this interest to the State agency.  At the time of our fieldwork, the 
State agency was working to collect the remaining $66,545 from the Network.  However, as of 
February 2008, the State agency had not reported or remitted any of the $155,032 of interest 
earned on Federal funds to the Federal Government as required. 
 
RECOMMENDATIONS 
 
We recommend that the State agency: 
 

• refund to the Federal Government $3,156,226 of unexpended CCDF targeted funds 
allotted during FYs 1998–2003,   

 
• remit to the Federal Government $155,032 of interest earned on the CCDF targeted funds 

held by the Network for FYs 1998–2003,   
 

• ensure that CCDF targeted funds are disbursed in accordance with Federal requirements 
in the future, and  

 
• review CCDF targeted funds claimed for Federal reimbursement after the audit period 

and refund any unallowable amounts.  
 
STATE AGENCY COMMENTS 
 
In written comments on our draft report, the State agency did not concur with our first 
recommendation, concurred with our second and fourth recommendations, and acknowledged 
but did not concur with our third recommendation. 
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With respect to our first recommendation, the State agency disagreed that, under both Federal 
requirements and Iowa law, a liquidation of funds requires receipt of childcare services or other 
authorized CCDF activities.  Specifically: 
  

• The State agency contrasted the language in 42 U.S.C. § 9858h(c), which “uses the 
permissive ‘may,’ ” with “federal regulations [that] substitute the mandatory ‘shall’ ” in 
discussing timeframes for obligation of Federal funds and concluded that the “mandatory 
nature of the federal regulations is at odds with the statutory language and arguably the 
federal regulations are ultra vires of the authority of ACF.” 

  
• The State agency said that 45 CFR §§ 92.3 and 98.60 provide that an obligation occurs 

“when there is a contract awarded as well as when goods or services are received.” 
  

• The State agency said that Federal regulations do not define “liquidation” but define only 
“unliquidated obligation.”  The State agency added that “[a]ssuming that the definition of 
‘liquidation’ is the opposite of ‘unliquidated obligation’, the Department [the State 
agency] has met the definition because it has paid the Network the amount specified in 
the contract.” 

 
• The State agency said that “the words obligation and liquidation are federal terms.  In 

Iowa, that same concept is known as reversion.  The federal regulations defer to 
controlling state law and applicable state law should be applied so long as it controls the 
availability of funds following the close of a fiscal year.”  In this case, according to the 
State agency, the applicable State law was Iowa Code § 8.33.  The State agency further 
cited a 1979 Iowa attorney general opinion that found that once appropriated funds were 
given to a local entity, the money was considered already spent or encumbered and was 
beyond the reach of the reversion statute.  

 
Despite these assertions, the State agency stated that if ACF agreed with “the interpretation of 
law as set forth by [the Office of Inspector General],” the State agency would accept ACF’s 
interpretation and refund the $3,156,226 of CCDF targeted funds to the Federal Government.  
 
With respect to our third recommendation, the State agency referred to its response to our first 
recommendation.  The State agency added that although it believed that the liquidation of the 
targeted funds during the audit period met Federal requirements, it now obligates and liquidates 
the funds in accordance with 45 CFR § 98.60(d)(1). 
 
The State agency’s written comments are included in their entirety as the Appendix.  
 
OFFICE OF INSPECTOR GENERAL RESPONSE 
 
After reviewing the State agency’s comments, we continue to support all of our findings and 
recommendations, including our recommendation that the State agency refund $3,156,226 of 
unexpended CCDF targeted funds.   
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The State agency based its comments on its belief that its contract with the Network (as fiscal 
agent) and subsequent disbursement of the targeted funds met the definition of liquidation.  We 
continue to disagree on the grounds that the State agency’s position is based on an incorrect 
interpretation of governing Federal requirements.  The targeted funds remained unexpended and 
were never used for the purposes of the grant.  Even if the State agency technically met the 
Federal and State definitions of “obligation” and “liquidation,” the State agency should refund 
the $3,156,226.  The State agency violated 45 CFR § 98.60(g) when it failed to return the funds 
to the Federal Government upon termination of the Network contract.  Furthermore, the State 
agency violated 45 CFR § 98.60(f) when it drew down CCDF funds without any immediate 
need, as evidenced by the millions of dollars that it never disbursed during the audit period.  The 
State agency did not comment on these additional regulatory bases that support our 
recommended refund. 
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